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O flice ofDisabi My Budge ting Esues

The obpctinve ofthis manageme ntadwusory reportis o presentt e O flice of

Disabi My budge ting issues t atwere nottd during our auditoft e P nnsy Lania
Bureau ofDisabi My Det m ination (PA-BDD) As indicatd in our notice to tie
Agency on Augustl, 1997, we are conducting an auditoft e adm inis tratine

costs chimed by PA-BDD (CIN: A-13-97-52019) kh te process ofperforming

tis rvew, we detctd certain conditions which im pactint mallconttoll o\er
budge ting practices, and t ere fore, w arrantm anage me nt3 atie ntion. Additional
findings on intmallcontrobw eak nesses re hed to PA-BDD adm inistrative costs w il
be promded in a separat report We willallo conductadditiona lauditw ork 1
dettmine te exentto which tese conditions existin ot er re giona Boffices.

BACKGROUND

The Disabity lhsurance (D Dprogram, estabkhed in 1954 under tith Hofte
SocialSecurnty Act(tte Act) is designed to promde benefits to disablld w age
earners and teirfanilks in e exentt e familk wage earner becomes disab ld.

h 1972, Congress enactd tith X\, Supp Iment@alSe curity lhcome (SSI) program
(Pubk Law 9 2-603). Tith XM oft e Actproudes a nationa ¥ uniform progran of
incom e and disabi My conerage to financial} needy indivduall wh o are aged, b Ihd,
ordisabld.

The SociallSecurity Adm inistration (SSA)is prim arilk responsib I forim p Ime nting
t e generallpokies goneming te de\e bpmentofdisabilty chins undertie D1
and SSlprograns. Disabilty de t m inations under bot Dland SSlare performed
by an agency in each Stat in accordance wit Federaliregu htions. kh canying out
is obgation, te DisabiMy Det m inaton Sen4ces (DDS)w it in eact Stak
Agency (SA)is responsibl fordetmining t e chimant’ disabilies and ensurng
t atadequate exdence is avai bl to supportits detm inations. To assistin



Page 2 - Kennett D. Nibal

m ak ing prope r disabi My de & i inations, each SA is aut orized t© purci ase medical
e xam inations, x-rays, and Rboratory st on a consu latine basis to suppIment
exdence obtained from te chimant' physicians or ot e r tre ating sources.

SSA pays DDSs for 100 percentofalbw abl expenditures. Each year, SSA
dettmines tte anmnountoffunding aut orization. Once appro\ed, each SA is
albwed o wit draw FederaHunds @ rough tte PaymentManagementSystm
witinte U.S. Departmentofi ealh and f uman Sen/ces to meetimmediat
program expenses. Atte end ofeach quareroft e FederaMiscallyear (FY),
gach SA submitt to SSA a"'Stat Agency ReportofOb bations for SSA Disabi My
Program s (Form SSA-4513). An adwvance or reimbursementfor costs underti e
program mustbe made according to O flice ofManage me ntand Budge t3

Circu br A-87, “Cost Principls for State and LocallGone mment.”” SSA 3 funding
el are rpored on te “Stak Agency Ob lbationa BIAut orization for Disabi iy
Program s >”’(Form SSA-872). SSA 3 Program O perations ManuallSystm (FOMS)
D139506.200 (C)Y5)stats t at “ttmay occasional} be necessary 1 reduce te
cum u ktine quarte r¥ ob hationa laut orization for ce rtain State agencies.”” It
furt erstats t at

“tFitbecomes clar t atan agency wilnotneed, in any period, as m uch
ob Ipationa Baut ority as h as been aut onzed, t e aut orization w i Hbe
reduced. H owe\er, such reduction willbe made onk afte r advance
consu lation between t e regionalloffice and t e Stat agency.””

According ¥, ttese reductions are reflcted on tte Form SSA-872.

Ourmet odo bgy incbided re\njew ing Federalllhw s, regu ktions, and instructions

pe raining © adm inistratine costs incurred by PA-BDD and to tte draw dow n of
FederaHunds. We he B discussions witt tte Pennsy Lania Departm e ntofLabor
and hdustrty and its int mallauditors, t e Stat of R nnsy Lania Auditor Ge neralB
staff, and SSA's P ihde bhia RegionallOflice. We allo revewed PA-BDD 3 general
po kies and procedures.

We revewed ine mallcontroll regarding t e adm inistration oft e disabi My
de € m ination activties and pe rformed an e xam ination oft e adm inis tratine
expenditures (personne B medicalse nace, indirect, and a ot e r nonpe rsonne 1
costs)incurnred and chimed by PA-BDD fortie period October 1, 199 3 t rough
Septmber30, 1996. We reconcild Form SSA-872 reports and ot er official
accounting records t t e administratinve cost reported by PA-BDD on

Form SSA-4513 reports fortie period October 1, 199 3 t rough

Septmber30, 1996. kh additon, we compared t e am ountof R de raHunds
draw n for supportofprogram operations to tte albw abll expenditures.
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RESULTS

SSA T Rikhde bh ia Regiona llO flice ofDisabi My w as nottime ¥ in preparing

Fom s SSA-872 1t reduce totaHunding aut orization foroer 5.7 milbn of
unob batd funds from FY 3 1994 t rough 1996. Ik addition, because SSA 3
FPOMS do notprescribe a time frame for reducing such aut ority, tte 5.7 milbn
was stllon t e Form SSA-4513 as ofSeptmber 30, 199 7.

SSA sh ou B begin reducing t e totaHunding aut orization on Form SSA-872 t©
bring PA-BDD ob bationalaut onty in hhe w it actuallob bations. The break dow n
offunds folbws:

Fr 1994 Fr 1995 Fr 1996
Aut onzed $816,221,594 | 952,424,231 952,750,667
DisbursedOb atd | $B14,749,797 | 950,182,227 950,751,273
Diffe rence $1,471,797 | b 2,242,004 $1,999,394

The otaldifRrence fortie tree FYs rprsent 95,713,195 in excess
aut onty.

CONCLUSDNSARECOMMENDATIONS

h teory, te totallan ounts draw n dow n by PA-BDD foreach FY sh oull not
exceed tte totallam ountdisbursed oroblgatd. And, whill we h axe notidentified
instances where tis principl has been o bhted, tere remains te risk tatte
. 7milbbnmay be mistaken¥ draw n dow n by PA-BDD.

On a broader perspectine is e issue ofsound fiscallm anage me ntpractices. If
SSA 3 pokies required @ atfunding aut onty be reduced wit in a specified time
frame, progran managers woull be abll to exnallat te funding Ihe I ofallDDS
ope rations and reallbcat funds to operations & atmay be concemed w it
budgetary shortfall. As such, we intnd t© pursue tis issue on a nationw ide
basis t detm ine iFexcess aut onty is asystmic probIm or aniso hted
incident Iwe dettmine tere is a pate m ofexcess funding aut onty, we will
exallat te impacton SSA T fiscallmanagementoft e DDS function.

hte inerim,we rrcommend &t atSSA:

1. rrduce PA-BDD totaHunding aut orization by 95,713,195 for unob batd
funds from FYs 1994 t rough 1996 3
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2. impEmentpoky estabkhing tme frames wit in which funding aut onty
shoul be reduced zand

3. instructO ffice ofDisabi My personne o adhere t© FOMS 39506.200 and ti e
re kted poky on time hess.

AGENCY COMMENTS

SSA agreed witt te finding © at R nnsy Lania funding aut orization  ad notbeen
adpustd and willtake immediat action t reduce its funding aut orizaton. SSA
alloagreed tattere is noexisting poky t atestabkhes when adpustnents
shoull be reduced. SSA wiladdress tie hck offirm procedures during t e next
rrwnt oftte POMS. The fullextofSSA T comments is show n in Appendix A.

O IG RESPONSE

We acknow Bdge SSA 3 phnned conectinve action. As statd in t e conclisions
section, OIG inttnds © rexew tis prob Im on a nationw ide basis t inform SSA
oft e nationallim pactand assistin impEImenting t e agency 3 periodic DDS
aut orization funding re\ew .

Pame h J. Gardiner
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AUDITEE COMMENTS
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APPEND IX B

MAJOR REPORT CONTRBUTORS

This auditreportw as prepared by tte Oflice ofAudit FnanciallManagement

Audits Team in Balimore, underti e direction ofDonall Hank h, Dirrctor. Audit
staffinc bded:

Gall Stone, AuditManager
Joh n Beach am, Auditor h Ch arge

For additiona Blcopies oft is report, plase contactt e Oflice oftte hspector
GeneralB Pub kk Affairs Speciabtat(410)966-9135. Referto Common
de ntification Num ber A-13-9 8-72006.
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